Internal Revenue Service Department of the Treasury

pistrict Director _ P O. Box 2508
‘ ‘C.neinnati, OH 45201

Person to Contact:

Telei one Numbex

Refer Reply to:
EP/EO
Emiloier Tdentification Number:

Date: ,N’R 01 198

Dear Sir or Madam:

We have considered your application for recognition of exemption from
Federal income tax undex the provisions of sections 501(c) (3) and

501 (c) (6) of the Internal Revenue Code of 1986 and their applicable
Income Tax Regulations. Based on the available information, we have
det:rmined that you do not qualify for the reasons set forth on
Enclosure I.

Consideration was®given to whether you qualify for exemption under
other subsections of section 501 (c) of the Code and we have concluded
that you do not.

As your organization has not eetablished exemption from Federal income

tax, it will be necessary for you to file an annual income tax return
U& = v o » Foyn 20 - ~ - "

Mummmnnd_uﬂnﬂm Contributions to o are not
deductible under gection 170 of the Code.
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1f you are in agreement with our proposed denial, please sign and
return one copy of the enclosed Form 6018, Consent to Proposed Adverse
Action. Y _

You have the right to protest this proposed determination if you
pelieve that it is incorrect. To protest, you should submit a written
appeal giving the facts, law and other information to support your
position as explained in the enclosed Publication 892, "Esempit
Organizations Appeal Procedures for Unagreed Issues'. The appeal must
be submitted within 30 days from the date of this letter and must be
signed by one of your principal officers. You may request a hearing
with a member of the office of the Regional Director of Appeals when
you file your appeal. If a hearing is requested, you will be contacted
to arrange a date for jt. The hearing may be held at the Regional
office, ox, if you request, at any mutually convenient District Office.
1f you are to be represented by someone who is not one of your
principal officers, he or she must file a proper power of attorney and
otherwise qualify under ouxr Conference and Practice Requirements as set
forth in Section 601.502 of the Statement of procedural Rules. See
Treasury Department,Circular No. 230.
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1f you do not protest this proposed determination in a timely mannexr,
it will be considered by the Internal Revenue gervice as a failure to
exhaust available administrative remedies. Section 7428 (b) (2) of the
Internal Revenue Code, which relates to status of organizations under
section 501 (c) (3) of the Code, provides in part that:

A declaratory judgment OX decree under this section shall

not be issued in any proceeding unless the Tax Court, the
Claims Court, ox the district court of the United States for .
the District of Columbia determines that the organization
involved has exhausted administrative remedies available to
it within the internal Reveneue Service. -

1f we do not hear from you within the time apecified,'this will become
our final determination. . ‘

Enclosures: 3




Enclosure 1

Eacts

information gubmitted with your application indicates that you are
an association of trial lawyers. You are supported by membership
dues, currently set at $ per year. To be a member, one must be &
regular, susta ning, or life member in good standing with the
Association of Trial Lawyere of America (ATLA), 8 member in good
standing of the Bar of one or mpte'jurisdictiomsi and is engaged in
the representation of plaintiffs in~ laparoscopic litigation cases.
The Bylaws state that each member must agree not to disclose
information provided from the organization to anyone associated with
defense of any laparoscopic litigation case or representation of any
insurance company Or hospital on any medical negligence case.

According to the information in the application, during the late -
eighties and early nineties, laparoscopy has gained widespread
popularity as a surgical procedure. As a result of the medical
profession's failure to establish uniform and adequate gtandards for
training and competency in the field of laparoscopy; the number of
injuries associated with laparoscopic surgery has risen dramatically.
You were established in response to the increased amount of litigation
involving laparoscopic gurgery. ' 4

According to the Bylaws, you were created to neet the following
objectives: ' ' R

1. To further the purposes of the Rules of Ccivil Procedure~“sequring
the just, speedy and inexpensive determination of evaery action”.

2. To offset the inherent advantages favoring defendants in
laparoscopic nedical malpractice cases by reducing cost, improving
access to needed information and assisting in the discovery

process.

3. To overcome obstacles which unjustly impede the victims of medical

maé?ractice in the exercise of their rights to seek lengnl
redress. -

4. To provide a forum, & network of communication and collegial .
support among the members of the ATLA engaged in the same O s
sim.lar areas of litigation for the primary purpose of enabling

them to better serve their clients. : S




The Bylaws state that, to achieve the above objectives, you will:

1. provide members with litigation support for the purposes of
assisting plaintiffs’' counsel in their efforts to prepare their
clients' cases for trial, to verify the accuracy of defendants'
responses to legitimate discovery requests;

2. will make available documents, depoaitiona, briefs and other
materials related to laparoscopic and medical negligence
litigation;

3. will develop educational programs and laparoscopic and medical
negiigence topics in conjunction and coordination with the ATLA;

4. will develop packages of materials, memoranda, articles,
-~ bikliographies, and other resources on laparoscopic litigation and
medical negligence topics;

5. produce articles, studies and statements for the public
dissemination in accordance with the ATLA;

6. disseminate information regarding new develo ts and group
activities through appropriate mailings and/or newsletters; and

7. work with the ATLA Exchange to augment the database available to
all ATLA members or may work with other ATLA groups or committees,
or any other entities, to further the interest of its members.

You devote, by your estimation, eighty percent of your time providing
the assistance described in items 1 and 2 above. According to the
information in the agplication, the assistance provided to members is
sgecific to their clients' cases - cases that are pending in
litigation or cases in which litigation is being contemplaidd.

An officer informed the Service during a telephone conference that
individuals of the general public have on occasion telephoned the
organization for information concerning laparoscopic litigation. On
those occagions, you try to answer their questions and send a packet
of information. The officer indicated that you do not advertise to
the public that it is available to answer their questions or share any
information regarding this subject. He also indicated that, in
agsisting members with their cases, you only advise by applying your
experience to the facts of the cases. You will not interview _
witnesses or clients nor will you provide consultation for a fee. .
You have requested consideration for exemption under both sections
501(c)(3) and 501(c)(6). ' .
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Section 501(c)(3) of the Internal Revenue Code provides for the .
 exemption from Federal income tax of those organizations that are.
organized and operated exclusively for charitable, educational, or

religious purposes, no part of the net earnings of which inures to the
benefit of any private shareholder or individual. - :

Section 1.501(c)(3)~1(a)(1l) of the Income Tax Regulations states that
in order to be exempt as an organization described in section
501(c)(3) of the Code, an organization must be both organized and
operated exclusively for one or more of the purposes specified in such
section. If an organization fails to meet either the organizational
or operational test, it is not exempt.

Section 1.501(c)(3)~1(c)(1l) of the Regulations states that an S
organization will be regarded as “operated exclusively"” for one or
more exempt purposes only if it engages primarily in activities which
accomplish one or more of such exempt purposes specified in section
501(c)(3). An organization will not be so regarded if more than an
insubstantial part of its activities is not in furtherance of an .
exempt purpose. : '

Section 1.501(c)(3)-1(d)(1)(ii) of the Regulations states that an
organization is not operated exclusively for one or more exempt ~
purposes unless it serves a public rather than a private interest. It
must not be operated for the benefit of private interests.

Section 1.501(c)(3)-1(c)(1) of the Regulations states that an
organization will be regarded as “"operated exclusively” for one or
more exempt purposes only if it engages primarily in activiriss which
accomplish one or more of such exempt purposes specified in section -
501(c)(3). An organization will not be so regarded if more than an
insubstantial part of its activities is not in furtherance of an
exempt purpose. A .




Section 1.501(c)(3)-1(d)(3) of the Regulations provides that the term
" "aducational® relates to the (a) instruction or training of the
indiridual for the purpose of improving or developing his capabilities
or {b) the instruction of the public on subjects useful to the
individual and beneficial to the community.

Section 501(c)(6) of the Code exempts from Federal income tax business
leagues, chambers of commerce, real estate boards, or boards of trade,
not organized for profit and no part of the net earnings of which
inures to the benefit of any private shareholder or individual.

Section 1.501(c)(6)-1 of the Income Tax Regulations defines a business
league as an association of persons having some common business
interest, the purpose of which is to promote such common interest and
not to engage in a regular business of a kind ordinarily carried on
for profit. The activities of the organization must be directed to
the improvement of business conditions of one or more lines of
business as distinguished from the performance of particular services
for individual persons. An organization whose purpose is to engage in
a regular business of a kind oxdinarily carried om for profit, even
though the business is conducted on a cooperative basis or produces
only sufficient income to be self-sustaining is not a business league.

Application of Law

SECTION 501(c)(3)

A professional society is an organization of members of a particular
trade, profession, or branch of a profession, whose purpose is to
advance the professional interests of members or persons gwgaged in
the profession. A profesaional society may qualify for exemption
under section 501(c)(3) if its purpose is to advance the grofeaeion by
engaging in exclusively educational or scientific activities.

Revenue Ruling 68-504, 1968-2, C.B. 211 describes an organization
formed to conduct an educational gtogram for bank loyees. in a
particular urban area. The organ zation furnishes classrooms and’
employs local university professors and specialists in banking law to -
teach courses on various banking subjects. Credit is given by . N
universities for hours spent in such work. The organization purchases
textbooks for resale at cost to students, It aleso publishes a -

professional magazine containing items of interest aad asaiqpégcext§f4ﬂﬂgﬁﬁ




the members and conducts occasional social affairs to stimulate
jnterest in its educational program. No person may take the courses
unless he is a member of the organization; but menbership is open to
employees of all banks in the area. An organization that instructs
or trains individuals to improve their business or professional
capabilities may be exempt under section 501(c)(3) of the Code. Thus,
this organization is engaged in an educational activity within the
meaning of section 1.501(c)(3)-1(a)(3).

Revenue Ruling 71-506, 1971-2 C.B. 233 describes a profeesional
society that qualifies for exemption under gection 501(c¢)(3). The
organization described in this revenue ruling is a society composed
principally of heating and air conditioning engineers. It was formed
to advance the arts and sciences of heating, ventilating, and air
conditioning, and allied arts and sciences, for the benefit of the
general public by providing facilities for research and dissemination
of scientific knowledge.. The society engages in research, publishes
the results of research, operates a library open to members of the
interested public, and enqages in other scientific and educational
activities. The organization engages in no activities that are

- primarily directed to promoting the business interests of its member
engineers.

Your activitlies are directed primarily at providing members with
litigation support for the purposes of aseisting plaintiffs' counsel
in their effort to prepare their clients' casées for trial. In thise
regard, the assistance/education you provide involves your time

in applying your experience to the facts of the members’ particular

cases and verifying the accuracy of defendants' responses to discovery
requests. '

Because the cases are actual cases which are pending in litigation or
actual cases in which litigation is being contemplated, the assigtance
penefits individual members in the context of their practices. The
assistance/education you rovide may be said to improve or.dgvelop the
jindividual members' capabllities but it is not done for apublic
purpose. It does not benefit the general public because the
particular facts and advice are of an inherently confidential nature.
Since you devote most of the estimated 80% of your time assisting your
members on information that may not be shared, at least on a timely
pases, it cannot be said that your time is devoted exclusively for

a public purpose. four activities do not penefit the general ublic
because the or anization has not demonstrated that 1t has the intent
to provide ass gtance to the general public. There is no effort to
advertise your services, resources, oY geminars in a place where the
general public is likely to read about 8o that they may seek help or
participate. - ‘




Accordingly, ¥g?'go ngttmeet the requirements described in section
o

1.501(9)(3)—1 (3) he Regulations as an organization operated for
gducatzonal.qr research purposes. C

SECTION 501(c) (6)

individual persons. If a particular activity or service performed by
the grganization relieves the member of the necessity of sscuring the

In MIB, Inc. v, Commissioner, 734 F.2d 71, 78 (lst Cir. 1984), the
United States Court of a als for the First Circuit held that a
nonprofit corporation which provided maintenance of a computerized
system for gathering, storing and distributing to members certain
information concern ng health and insurability of people who applied
for 1life insurance was not ex t as a business league. The court -
found that the service helped the member decide vwhether or not to sell)
insurance to the applicant and had commercial benefit to the
individual member. The court reasoned that without the exchange
members would themselves have to check insurance applications for
their accuracy. : ' c s

. . - A,E_,'Q:
Revenue Ruling 67-182, 1967-1 C.B. 141 describes an organization of
scientists and engineers maintaining a cooperative library of data . -
used in exploration for oil. The urpose of this organization was to .
establish and maintain a private library of “electric logs*, maps, oil . -
publications, and oil information services, as well as other matters .- . ...
which are a source of geological data, for its members' use as' an aia .
in their oil exploration businesses. The material for the library is -- -
furnished by the members. Membership in the organization is. limitea e

to a small group.




-7—

The instant organization is making specialized information,available
to its members on a cooperative basis. This servesg

and economy in the conduct of their businesses.
that the operation of the library as described is an activity which
constitutes the performance of particular services for individual
persons. Furthermore, since membership is limited and the : -
facilities of the organization are made available only to :
participating members, the organization's activitieg are not aimed at
the improvement of businegs conditions in the industry as'a vhole.

In determining whether an activity constitutes a particular service to
an individual, the focus is on whether the association's activities
advance the membership's interests generally, by virtue of their
membership in the industry, or whether they assist members in the
pursuit of their individual businesses. ' .

primarily engaged in the performance of
particular services for individual members. Accordingly, you do not

meet the requirements described in section 1.501(c)(6)~1 of the
Regulations. ' o




